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R :We have cpbsidgcécf_ Your-apglication for.recognition of exemnption-from federal income tax- -
. iunder’section 501(a) of the Internal Revenue Code as an organization described in section . -

P : 50 1(::)‘(3),;_5 iBasedjon, ﬂwg-jfrlfoﬁnaﬁqn“s'ubmitted,- weihgyé concluded that you do not
f;,,t'c.a;ksmptlioniunder{ that~sé,¢,:t'iti>n_ The basis for!our conglusion is.set forth bejow.
P . Gt e , Pt : '
BRHLS Yoy were Incorporated on ‘ s, In the State of SENMGNE. As stated in
; ur Articles, you are ‘oégarji_zgd,eﬂ:lusjvq}ylfpr the pumose. of “receiving and administering

L "funds for'the purpases described below, and for-the purposes, of benefiting the community of .

! M ,'r;igan and sur'rbhpdlngar‘ea's-fcbrnghout the United_ States; by Promoting community

i Who is;aléd.yoﬁri: president, esﬁbliéh’ed'you.ftYoﬁx?purposejisto: Loy
W thiough worship concerts, seminars and IR

— and‘ehisfa‘mny}mndudyour concerts. As .o f
vanety styles and. instruments, we bring powarful

erts, Semiriars, etc. .You solicit'a contribution for these materials,
;

Yoy paythe.produc"ﬁ‘qp-.que_h_s,es-tg produce the. religious CDs, however, GENNEED. . ;

. ;owns all copyrights, to-the:CDs. You also payithe expenses, for-video studio, équipment and | - i
:coimputer hardware, however you-do not ownithese items. ' The. musician owns such items. You

.also defrayithe traveling-expenses of thed o famity concarts. - ' SR
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V. 'sedtion 1.501(c)(3)1(c)() of the'regulations provides that ap orgariization will be
fas operated exclusively for one.ormore exempt purposas: only if it engagas.primarily
which accomplishr one primoreof such exempt purposes specified in section
F the Code. ARidrganization.will not be 50 regarded If more than an insubstantial
activities is'ngt Inifurtherance ofian exempt purpose. R C

.1 regan :
.+ In.actiyities'
L 501c)3) o
.'{, part of ifs
I T
af
! operated exclusi € e exem et ear . leorin - i
.o ipart 'to:,th,e;fbenemot'pri#at:a shareholders pr jndividuals. For the definition of the words 'private e
. i-shareholder or individual’, see paragraph, (¢). of Sec. 1.501(a)1" | | BN

ey

d Tespectively. “You anti

n'theractivities of the orgaplzation. ' .

o ié‘e:ﬁ\'/ely,‘_-_-lc_ian_&! you‘i‘“éﬁd $Ffor S/ears.; o

cupate full support :b'eing clleri{/ed rom.contributions irrthe *- |

. Section 504(c)(3) of the Cotde provides for the exemption from Federal income tax.of R
drganizations.that are organized-ahd q'nﬁratedfexc!usivgly for.charitable, educational or

v

s‘cienﬁﬁéﬁ,urpotﬁs.;?np?ﬁgrﬁ of tfe.net eathings-of which inures to the benefit of private
shareholders.orindividuals. - . i ST

" Section 1,50%a)1 of the Incoine TaxRegulations provides tHat the words ‘private
reholder orindividualtin section 501 Tefer to persons hayihg a personal

-Seetion 1:501(c)3L1(d)) of the fegulations definesthe temi%educationaP asincluding "
instriction, of the public on subjects Usefid to the individual.and beneficial to the community. s

-+Section 1.501 (c}(3)1(a)(1)of the regulations provides that in.order to be exempt as an

prganizatian described in section 501(c)(3) of the Cods, an organization must be both

gnE quganiz’:ed;.and-opetaﬁtid exclusively for one or more of the purposes specified in such section, -
“lf,,an Qrgaqizaﬁongfaﬂs to"r"n"e;et either the organizational test or the operational test, Itis not™ . -

oo e

.5D1 (c)_(»351 (c)(2) of the 5r§agulaﬁons _prqvidé‘s’-.thaf an fqrﬁgani;zaiﬁon is not

tion.1:501(GX3)-1(d)(1)(E). of the reguilations provides that an organization is not
;o arganized ar operated exclusively for one or more exempt purposes unless it servés a public

" rather than a private interest. Thus, to meet the requirement of. this subdivision, it is necessary .
o Or an organization to, establish that'it is not arganized or operated for the benefit of private o

| inferésts;such as designated individusls, the creator or his family, sharehiolders. of the
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{organization, or. pérsons'controlled, directly or indirectly, by suich private interests.
N T R ' : . .

‘Rev. Rul. 67-5, 1967-1 C.B. 1123, concerhed a foundation controlled by its creators © < | :
mity and diperated to' enable:the craator and his family to'éngage in financial activities which.
beneficial to them; birt detrimental to the foundation. The ‘Service conciuded that the .
- foundatiap was opérated for.a' subsfantia| non-exempt purpose and served the private interests
f the creator and his family, The, ruling reasoned as follows:. - . | S
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" than a-private, interest-and therefore

:.‘ . 1 .‘ o
4 lathatthe

. for-prafit.travel agency contro )
. ' been formed and'was ‘controlled by an:individ
' i | Operations through a for-profi

s '_t,he'-.'cpntrpl_lingj parties‘profited from the rélationship.. -
B e o ‘

t
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. <The. use.of the foundation-&s'a vehicle fnr.agth(iﬁea;advénta_geous to its creator apd
i ihig famlly. and as a source of funds tg-finance such activities, th

. bythe foundation in assets that fail tq produce income for a charitable' program
 Jeammensurate:in scope with Its financial resources, the continued failure of its trustess, -

1 pmdtcing, all establish that the foundation is operated for a non-exempt purposs;
- substantial.in nature;: Thatpurpose is to serve the private finandial interests of

" 10 protect thei value.of thasa invéstments, and their failure to make them income- -

. Creater and his family . . .. Furthermore, the foundation fails to serve a public; rather. -
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is not operated exclusively for charitable pUrpOsas.

| Foundation

' thatairelated for-profit corporationhiad. bénefited substantially from the marngr in which the -
activities of the exampt: qgQarfxiz'aﬁqnWer,é}porpductéd.‘
o "jAn‘organization is not g
- 1 BOT(c)(3)if the Code,
‘ [ e t

In tﬁéSe-drwméianvéq,ﬂ-ﬂ'le court said; .

eveirthough it furthers ather exempt:purposes. -

I this gabé,.tﬁe-drganizaﬂqn'-had the fsﬁbstanﬁal.rion;éxemgt-fpﬁrpos.e of benefiting a "

InC

349, the courtuphield-denjal of 501{c)(3) status
4+ i the.non-exempt purposé _ .
: | 'oWned: by parties relatedAoithe orgahlzation. |
e employgesof thé for-profit firm dévoted. two-

. thatthe majority of the orgsnization

" a

+Court stated:in aicase involving a ciai(n'frbq. exemption on exclusively educational grounds: "

- l-ln;d,i{ﬂen.to fall within' the dlaimed exem

\educational purpose’s exclusively. This

noneducational purpose, if substantial in nature, will destroy.an o'rganiza’ﬁoﬁ's.exémpﬁdn P
régardiess of the niqmber.;or'imbprtanc:e of truly educational purpases. .

| L

lled by parfies related to the arganization. -The organization had

ual who had: preyiously operated all tour

ofit entity. The travel agericy recelved substantial fees from:. R
e L‘fc;Ustome”rs‘;att‘e_ndirfg tours pr motgd;pythjé”;@r;_g:anfzatipm,:Lingex:a‘q@ﬁ_-'cbmpeﬁﬁv‘e amangement.

Yo an orgariization bacause it was aperated for.

by the court included that’

thirds of thelr-tifme to the organizstion's business; " ;
's'income went to payments to the for-profit firm; and that . i

326 U.S. 2791283 (1845) the LLS. Supreme.

ption an organization must bedevoted to', . ™

sioner, 71 T.C. 62 (1979) the court
cated that its primary purposes were -
ctivity was the publication and

t o

under atia, profit, the organization does not qualify for

e resulting Investments .

S araauate Medical Foundation, T.C. Metho 1989-36, the court afi - -
g roperty revoked thel501(c)(3) status of an organization that did not.- .
| -+ Gperate-exclusively-for EXempt purpases. : The court basad its conclusion, ifi part; on the fact

of providirig a'market for the serviess of a for-profit fund-raising irm -+

:

peraied exclusively for. exempt purposes within the'meanirig of sé‘c'ﬁon'_,--: G

, 765 F.2d: 1367 (Sth Gir 1985), affg T.CM.84-

Plainly. means that the presence of a single .~ .= < -




thian xnsubstantxaj in.naturs: . You defray afl expenses, while;
ntrol of the assets. . Yoware pmmotxng,hls GDs by, attractmg the pubhcto i
d; thus, you gré serving Hls, private,in

R

smert a. stalemant of your wews fo this. offi

.'.m.q

B e

_:mduo n'costs ‘travel. expens&s «and computer and vxdemstudro

: 'alntam ownership and cont:rol over the.

mcome ures: 10 the benefit of wh

, gross ,rpis through. the paymeni of his; travel
8 .

orgamzabon, with a. compensahon basedona -

N (

‘-"m section 501(c)(3) of tne Coda.- :.'l"he'us,e

equlpment owned.by h:m
certs promote.|

retams all nghts af owrership ahd
promoﬂon of lhe CDs. purSUant to

"private lnterests rafher than; ‘public|interests. The'con
nhance- -the Value of. his work.:

‘thus,; necenres subs1anﬁal beheﬁis from the }

501(c)(3) 1(d)(1)(“ ) of, the regulatxons

Altnoughgyou weré formed. io- handle all details rolafed o the ¢ congeris, “
ise. of the assats. Under thecxrmetances your -
has recaived a. substantial portion of your
expenses; CD; productuon and equtpment o
ion 1 501 (c)(3) 1(c](2) of the regulahons. C
[ Yosts 2 Mediéal Folnd: "-supra y:
opelaﬂons and programs are’not devoted to -
wr;hm the meanmg of sectlon 501{c)(3) of the Code

-'vp,ursuqnt to's 3

| The prrvate beneﬁt reeeived b

sten to his music..

Further this: type of arrangement

i " does not confer the kind of charrtable beneﬁtron the: commumty that section-501 (cX3) requires. -
. -/ Thus, idéspite your stated rehgrous ‘and ‘educalional-

chantab(e purpeses undeqsecﬁon 501(c)(3) of the Code

prposes

Accordmgly, you. do no! qualrfy for ekempﬂon as an’ orgmtzabon desmbed in sechon

) (c)(3) »of the. Code and-you y must L }e federal income tax returns

Contnbubons o, you are not, deduchble under sectnon 170 of the Code

You nave the right to pm:est thxs rullng rf you believe rt is- Inoorred. To protest, you should

. -I;E: o 'I’:.;ml Wt r

75 T. C 127 (1980) the organlzanon pard

|pts The oourt found lhat ‘with.slich oompensahon' R

o)

by {he prodiiction of your conceits I riore ._f. ey
ins ownership and'

terests 10 a substantialdegree:, In-this respect, you do. R

t maet; the requirements: of section 501(c)(3)—1 (d)(1)(ii) of the- regulabons because you ars
rving the private, mtenests of your- président, ‘

you are not operated exc!uswefy

ffice, with a full explanahon ofyour reasomng This =~ .
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statem.entxf, slgn;e'd by o
Athis. letter! Youialso .h

0 of yoir officers, mus be submitiod witn
Ui3lso haye -_',a'-'right to a conference in this ofﬁge: after
Ty ;'.'f.?.f.,ou mustirequest thepopference, i you want one, wh

'} A to;beirepresented by.sermeone who'is not one of yo,

ur. offt

30 days from the date of

cers, that person will need to file 5

i kproper power of attorneyand oheMise’quallf’x under our Cbnferenog‘ and Practices
viffﬁequfremen!s- S R S |

211 that g decla rY judgment or.decee unde tiis section shall not - "
' ibe issued in any prqce_eqmg;.unkas:,s lﬂwe’;ﬁ,a;c Caurt, ~ﬂda«United‘States_Cou Lof Federal Claims, -
R ,ib'”he District Court of the United States for the District of Col : St

dlumbia.deteriines that the

4o

g v&éffd&,nqg.:]neaf; fnon})youwrthm 30:days; this ruling wi;l_bei:bmé ﬁnal and a.co
forwa 10 ther Ohio . Tax Exempt-and Govemment EnﬁﬂgesﬂTEIGE)’o,fﬁc,e' Thereafer,

Wiheri sending addiional etters to us With'respect to,th

dres: i case, you wil expedite their
pLiby,using the following address: . " - 225 You wl
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o il Jeyouhave any questions, please
Aa

O ase contact the parson wﬁoéefhérﬁe and telephone number
ﬁe,.fshgwmjn the heading of this letter. .+ PRI : L
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s,exhaustéd administrative remedies. available 1o itwithin-the Intemnaj’

e your statement is submitted. ' '+,
en YOU ﬁle your pl’Dtest Swtement. If you

L

pyyv'il'i;‘bé.-_"'_"" s




